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OATH OR AFFIRMATION

1, George E. Wright . , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Diversified Resources LLC as

of December 31 , 2007 , are true and correct. | further swear (or affirm) that

neither the company nor any pariner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

\-‘ -

N PArab, Y LA
-« =& Notary.Public -
- Y MCE 7/5%/
This report ** contains {check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss}).
(d) Statement of Changes in Financial Condition.

E}

¥}

5}

¥

(@ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

g () Statement of Changes in Liabilities Subordinated to Claims of Creditors.
*[]
*[J

(]
*[]

(g) Computation of Net Capitai.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

{i) Information Relating to the Possession or Control Requiremenis Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

{k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
‘ (1) An Oath or Affirmation.
N/A[] (m) A copy of the SIPC Supplemental Report.
N/AD {n} A report describing any material inadequacies

1]

found to exist or found to have existed since the date of the previous audit.

** Eor conditions of confidential treaiment of certain portions of this filing, see section 2401 7u-31¢)(3).

*Exempt under Rule 15¢-3-3(k)2(b) - No customer accounts.
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Muto, Vollucci & Co., Lid.

Certified Public Accountants

51 Jefferson Blvd.
Suite 400
Warwick, RI
02888

401/461-9400
Fax:
401/461-1270

P.O. Box 3116
Newport, RI
02840

401/846-1800
Fax:
401/846-0934

e-mail:
mvollucci@ mutovollucci.com
mmuto @ mutovoliucci.com

Independent Auditors' Report

George E. Wright, Member
Diversified Resources LLC

70 Jefferson Boulevard, Suite 201
Warwick, Rl 02888

We have audited the accompanying balance sheet of Diversified Resources LLC as of
December 31, 2007 and the related statements of income, changes in member's capital,
and cash flows for the year then ended. .These financial statements are the responsibility
of the LLC's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Diversified Resources LLC at December 31, 2007 and
the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

MUTO, VOLLUCCI & CO., LTD.

February 24, 2008



Diversified Resources LLC
Balance Sheet
December 31, 2007

Assets

NON-
ALLOWABLE ALLOWABLE  TOTAL

Current assets:

Cash $17,598 3 $17,598
12b{1) fees receivable 2,778 14,654 17,432
Commissions receivable 2,324 2,324
Account management fees receivable (Note 7) 20,423 144,713 165,136
Prepaid expense 2,749 2,749
Total current assets 43,123 162,116 205,239
Property and equipment, net (Note 3) 7,458 7,458
Other assets:
Securities available for sale (Note 4) 19,020 19,020
Intangible (Note 5} 565 565
Total other assets 19,020 565 19,585
Total assets $62,143 $170,139 $232,282

Liabilities and Member's Capital

Current liabilities:

Accrued expenses $36,162 % $36,162
Employee withholdings 1,582 1,582
Total current liabilities 37,744 37,744
Member's capital (Note 6) 24,399 170,139 194,538
Total liabilities and member's capital $62,143 $170,139 $232,282

See independent auditors' report
and accompanying notes.
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Diversified Resources LLC
Statement of Income
For the Year Ended December 31, 2007

See independent auditors' report
and accompanying notes.

3

Revenues:
Mutual fund commission income $ 80,064
Account management fees (Note 7) 633,085
Insurance products commissions 76,221
Capital gains and investment income 2,348
Other income 35,030
Total revenue 826,748

Expenses:
Advertising 500
Amortization 1,037
Automobile expenses 19,060
Charitable contributions 1,385
Commissions 114,002
Continuing professional education 5,082
Depreciation 3,419
Dues 725
Employee benefits 1,525
Employee pension contribution (Note 8) 11,311
Entertainment 7,290
Insurances 8,249
Marketing expense 2,760
Member's pension (Note 8) 45,000
Office expenses 13,293
Payroll 64,911
Payroll taxes 6,306
Professional fees 8,685
Regulatory and compliance fees 7,380
Rent (Note 8) 18,000
Taxes - other 592
Telephone 3,873
Travel 1,206
Utilities 2,850
Total expenses 348,441
Net income $478,307



Diversified Resources LLC
Statement of Changes in Member's Capital
For the Year Ended December 31, 2007

Mernber's capital, beginning of the year

Comprehensive income:
Net income
Accumulated other comprehensive income:
Unrealized holding gains arising during the year
(Not tax affected. See Note 2)

Total comprehensive income

Add: member's capital contributions
Less: member's distributions

Member's capital, end of the year

See independent auditors' report
and accompanying notes.
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$218,187

478,307

662

478,969

18,163

_ 520781

$194,538



Diversified Resources LLC
Statement of Cash Flows
For the Year Ended December 31, 2007

Cash flows from operating aclivities:
Net income

Adjustments to reconcile net income to net cash
provided by operating activities:
Unrealized gain in securities available-for-sale
Amortization
Depreciation
Increase (decrease} in cash from changes
in assets and liabilities:
12b(1) fees receivable
Commissions receivable
Management fees receivable
Prepaid expense
Accrued expenses
Employee withholdings

Total adjustments
Net cash provided by operating activities
Cash flows from investing activities:
Purchases of securities available for sale
Purchase of intangible
Net cash used in investing activities
Net cash from financing activities:
Member’s distributions
Member's capital contribution
Net cash used in financing activities
Decrease in cash

Cash and cash equivalents, beginning of the year

Cash and cash equivalents, end of the year

See independent auditors' report
and accompanying notes.
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$478,307

97
1,037
3,419

(5,256)

(1,228)

(29,955)
479
21,246
828

(9.333)

468,974

(1,316}
(595)

(1,811)

(520,781)
18,163
(502,618)
(35,555)

53,153

$17,598
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Diversified Resources LLC
Notes to Financial Statements

Business Activity

Operated as a limited lability company organized as of January 1, 2001 in the State of Rhode Island,
the registered broker and dealer in securities limits its operations as described in SEC Rule 15c3-
1(a)(2)(vi) (Subscriptions to mutual funds Firm ID No. 031346) along with placement of variable
annuities and variable life insurance policies. The LLC is a member of the Financial Industry
Regulatory Authority (FINRA), formerly the National Association of Securities Dealers (NASD). The
financial statements present a combination organization of a broker dealer and a registered
investment advisor (see Note 6). The majority of activity arises from Southeastern New England.

Summary of Significant Accounting Policies

This summary of significant accounting policies of Diversified Resources LLC is presented to assist
in understanding the LLC's financial statements. The financial statements and their notes are
representations of the LLC’s management, who is responsible for their integrity and objectivity.
These accounting policies conform to accounting principles generally accepted in the United States
of America and have been consistently applied in the preparation of the financial statements.

Handling Customers' Funds

Customers' checks are made payable directly to the mutual funds ordered by the customer. The
checks are promptly submitted to the mutual fund firms, and do not enter the accounts of the LLC.
The same procedure is followed with placements of variable annuities and variable life insurance
policies to insurance companies. The LLC does not carry securities accounts for customers or
perform custodial functions relating to customer securities.

Amounts Receivable

Both commissions and fees receivable are recorded at the amount the Company expects to collect
on balances outstanding at December 31, 2007. Management provides for an allowance based on
its assessment of the current status of individual accounts, historical performance and projections
of trends. There was no allowance for doubtful collections at December 31, 2007. Balances that
are still outstanding after management has used reasonable collection efforts will be written off
through a charge to the allowance account and a credit to accounts receivable.

Investments
All securities are classified as “available for sale.” Securities classified as “available for sale” are
carried in the financial statements at fair value. Realized gains and losses, determined using the

first-in, first-out (FIFO) cost method, or for mutual funds, the average cost basis, are included in
earnings; unrealized holding gains and losses are reported in other comprehensive income.

Revenue Recognition

Commission income from securities transactions, investment management fees and variable
contracts is recorded on a trade date basis, or when earned.

Advertising

The Company expenses all advertising when incurred. There was $500 of advertising
expenditures during the year ended December 31, 2007.

See independent auditors' report.
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2.

Diversified Resources LLC
Notes to Financial Statements

Summary of Significant Accounting Policies (continued)

Amonrtization

Lease financing costs have been capitalized and amortized over 39 months using the straight-line
method. FASB No. 142 allows certain intangible assets other than goodwill that have definite lives
to be amortized over their estimated useful lives. The Company performed a test of impairment
on its intangible asset and no loss was recorded at December 31, 2007,

Depreciation

Depreciation is computed using the straight-line method over estimated usefu! lives of 5 to 7 years.
Income Taxes

Federal and state income taxes are not payable by, or provided for, the LLC. The sole member is
taxed individually on the LLC's earnings; accordingly, the financial statements do not contain a
provision for federal and state income taxes.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Property and Equipment

Property and equipment, stated at cost, consisted of the following at December 31, 2007:

Office equipment $22,528
Furniture and fixtures 14,339
36,867

Less accumulated depreciation 29,409
$ 7,458

See independent auditors' report.
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Diversified Resources LLC
Notes to Financial Statements

Securities Available for Sale

The following are stated as of December 31, 2007:
Accumulated

Unrealized
Fair Holding
Cost Value Gain
Mutual funds $14,096 $19,020 $4,924

Intangibles

Intangible assets and related accumulated amortization consisted of the following as of December
31, 2007:

Gross
Carrying Accumulated
Amount Amortization
Lease financing costs $595 $30

Amortization expense of $1,037 for the year ended December 31, 2007 included a predecessor
intangible taken as a member distribution in 2007,

A summary of future amortization expense follows:

Amortization
Year Expense
2008 $183
2009 183
2010 183
2011 16
$565

Net Capital and Reserve Requirements

As a registered broker and dealer in securities, the LLC is subject to the Uniform Net Capital Rule
(Rule 15c3-1), which requires that the LLC maintain minimum net capital of $5,000 and a ratio of
aggregate indebtedness to net capital not exceeding 15 to 1.

At December 31, 2007, the LLC had a net capital of $21,546, which was $16,546 in excess of its
required net capital of $5,000. At December 31, 2007, the LLC's percentage of aggregate
indebtedness to net capital ratio was 175.2%.

See independent auditors’ report.
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Diversified Resources LLC
Notes to Financial Statements

Fee Only Services

Since 1993, Diversified Resources LLC has been a Registered Invesiment Advisor (RIA). The RIA’s
purpose is to offer fee based asset management 1o its clients. {(See Note 1} For the period ended
December 31, 2007 the LLC, as RIA, exclusively used SEI Investments, which offers no load mutual
funds in Asset Allocation models. Clients of the LLC make their checks payable only to SE| Trust
Company. The LLC does not accept checks made out to itself, nor does it accept cash.

Pension Plan

The LLC's member maintains a SEP IRA plan which includes employees. The amount of annual
contributions is at the discretion of management. Of the $56,311 annual 2007 contribution, $7,886 is
in accrued expenses at December 31, 2007.

Related Party Transaction

The LLC rents its office space from its member on a month-to-month basis. During 2007, the LLC
paid $18,000 in rent.

Operating Lease

The LLC leases a vehicle with a remaining term of 35 months. Under this leasing arrangement, the
LLC pays the property taxes, insurance, and other related expenses on the leased vehicle. Total
minimum lease expense for this lease and the predecessor lease was $16,015 for the year ended
December 31, 2007. '

Minimum future obligations on the operating lease in effect December 31, 2007 are:

2008 ' $22,740
2009 | 22 740
2010 20,845

$66,325

Subsequent Events

For the period January 1, 2008 to February 24, 2008, the LLC distributed $114,500 to its member,
and received $20,000 in capital contributions from its member.

See independent auditors' report.
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INDEPENDENT AUDITORS' REPORT ON ADDITIONAL INFORMATION



Muto, Vollucei & Co., Ltd.

Cerfified Public Accountants

51 Jefferson Blvd.
Suite 400
Warwick, Rl
(2888

401/461-9400
Fax:
401/461-1270

P.0O. Box 3116
Newport, RI
02840

401/846-1800
Fax:
401/846-0994

INDEPENDENT AUDITORS' REPORT ON ADDITIONAL INFORMATION

George E. Wright, Member
Diversified Resources LLC

70 Jefferson Boulevard, Suite 201
Warwick, R! 02888

We have audited the accompanying financial statements of Diversified Resources LLC as
of and for the year ended December 31, 2007, and have issued our report thereon dated
February 24, 2008. Our audit was conducted for the purpose of forming an opinion on the

- basic financial statements taken as a whole. The accompanying (additional information)

computations of net capital, basic net capital requirement and aggregate indebtedness of
Diversified Resources LLC as of December 31, 2007 included in the accompanying
prescribed form is presented for purposes of additional analysis and is not a required part
of the basic financial statements, but is supplementary information required by Rule 17a-5
under the Securities and Exchange Act of 1934. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects, in relation to the basic financial statements
taken as a whole.

e-mail:
mvollucci@mutovollucei.com oL

mmuto @mutovollucci.com

MUTO OLLUCCI&!O LTD

February 24, 2008
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'MPUTATIGN CF NET CAPITAL
‘ 194,538
l. Total awnership equity from Statement of Financial Candition [3480]
2. [Deduct ownership equity not atlowable for Net Capital T [3486}
I. Yotal ownership equity qualfied for Net Capital '[3500)
- Add:
A. Liabilities subordinated to ciaims of general croditors allowabla in computation of net [3520)
l capital
B. Other (deductions) or allowable credits {List)
{3525A) {35258}
I [3525C) " [35250)
[3525E) [3525F) [3525]
l. Tatal capita! and allowable subordinated liabilities [3530]
8. ions and/or charges:
Daductions 9 ~170,139
A. Total nonallowable easets from [3540]
Statement of Financial Condition {Notes
B and C}
8. Secured demand note deficiency {3580)
. C. Commodity futures contracts and spot [3600]
commodities - propristary capital
chargas
l D. Other deductions and/or charges {3610] [3620]
7. Other additions andfor credits (List)
[3630A) [3630B}
3630C [3630D)
¢ ! -170,139
[3630E] {3630F) [3630)
24,399
Net capital before haircuts on sacurities positions [3640)

Haircuts on securities (compuled, where applicable,
pu/suant to 15¢3-1{NH}

A. Contractual securities commitments [3660]
8. Subordinatsd securities borrowings [3670]}

C. Trading and investment sacurities;

1. Exemptsd securities [3735)

F 3 Debt securities {3733]

3.  Options {3730)

-2,853

4.  Other securities [3734]

D. Undue Concentration [3850)
E. Other(List)

[3736A] ' [3736B]

[3736C) [3736D]

Note: Differences exist between the above compultations and the computations included in the Company's corresponding
unaudited and amended FOCUS report on Form X-17A-5, Part tiA filing at December 31, 2007, The differences are reconciled on
Page 13.

-11-
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[3736E] T [3738F)
-2,853

R [3740)
21,546 .

Io. Het Capital ‘ [3750]

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

i
2,518

1. Nnimum net capital raquired (6-2/3% of line 18} " [3756]
. . . . 5,000
2. Minimum dollar net capital requirement of reporting broker or dealer and minimum net (3758]
capital requirement of subsidiaries corputed in accordance with Note(A) 5. 000
3. Netcapital requirement (greater of line 11 or 12} 3760}
l 16, 5}06
4. Excess net capital (line 10 tess 13) (3770)
17,772
.5. Excess net capital at 1000% (line 10 less 10% of line 18) [3780)
COMPUTATION OF AGGREGATE INDEBTEDNESS
l ‘ 37,744
. Tatal A i liabilitins from Statement of Financial {3760]
Condition
. Ald:
A.  Drafts for immediate credit [3800]
B. Markat value of securities borrowed for : (3810)
which no squivalant value is paid or
l creditad .
C. Other unrecorded amounts{List)
' [3820A] [38208]
{3820C) [3820D)
l [3820E] [382CF)
3820]- 3030
820l 37,758
19. Tctal aggregate indebtedness [3840)
% 175.2
. Percantage of agjregate indebtedness to net capital [3850]
{bri@ 19/ line 10}
OTHER RATIOS
%
. Percentage of dett to debt-equity lotal computed in accordance with Rule 15c3-%(d) N/A |3860]

Note: _Differences exist between the above computations and the computations included in the Company’s corresponding
unaudited and amended FOCUS report on Form X-17A-5, Part IIA filing at December 31, 2007. The differences are reconciled on
Page 13.
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Diversified Resources LLC
Additional Infermation

Reconciliations of Differences Between Computation of Net Capital on Page 11 and the

Amended Focus Report

Line 1 Total Ownership Equity from Statement of Financial Condition

Amount from amended Focus $208,466
Auditor's pension accrual (7,886)
Auditor's payroll tax accrual (1,265)
Auditor’s prepaid insurance expiration (2,339)
Auditor's depreciation adjustment (2,218)
Auditor's intangible adjustment 565
Miscellaneous (785)
Amount from Page 11 $194,538

Line 6A Total Nonallowable Assets from Statement of Financial Condition

Amount from amended Focus $198.736

Auditor's adjustment of accounts receivables to match
12b1 and account management fees accounts

payable (23,201)
Auditor's expiration of prepaid insurance (2,339)
Auditor's depreciation adjustment (2,218)
Auditor's intangible adjustment 565
Miscellaneous (1,404)
Amount from Page 11 $170,139

Reconciliation of Differences Between Computation of Aggregate Indebtedness on Page

12 and Amended Focus Report

Line 16 Total Aggregate Indebtedness Liabilities from Statement of Financial Condition

Amount from amended Focus

Auditor’s inclusion of 12b1 and account management
fees payable

Auditor’s pension accrual

Auditor’s payroll tax accrual

Amount from Page 12

$ 5,392

23,201
7,886

1,265

$37,744

-13-



INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5



Muto, Vollucci & Co., Ltd INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL
oy .

Certified Public Accountants

51 Jefferson Bivd.
Suite 400
Warwick, Rl
02888

101/461-9400
Fax:
401/461-1270

PO. Box 3116
Newport, RI
12840

401/846-1800
ax:
401/846-0994

2-mail:
mvollucci @ mutovolilucci.com
mmuto @ mutovollucei.com

REQUIRED BY SEC RULE 17a-5

George E. Wright, Member
Diversified Resources LLC

70 Jefferson Boulevard, Suite 201
Warwick, Rl 02888

In planning and performing our audit of the financial statements of Diversified Resources
LLC as of and for the year ended December 31, 2007 in accordance with auditing
standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the
financial statements but not for the purpose of expressing an opinion on the effectiveness
of the Company's internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we made a study of the practices and procedures followed by the Company including
consideration of control activities for safeguarding securities. This study included tests of
such practices and procedures that we considered relevant to the objectives stated in Rule
17a-5(g) in making the periodic computations of aggregate indebtedness and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices
and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of internal controls and of the practices
and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are
to provide management with reasonable, but not absolute, assurance that assets for which
the Company has responsibility are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance with management's
authorization and recorded properly to permit preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g} lists additional
objectives of the practices and procedures listed in the preceding paragraph.

-14-



Diversified Resources LLC
Page 2

Because of inherent limitations in internal control and the practices and procedures
referred to above, errors or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability
to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity's financial statements that is more than inconsequential
will not be prevented or detected by the entity’s internat control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity's internal control.

Our consideration of internal contro! was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control
that might be material weaknesses. We did not identify any deficiencies in internal control
and control activities for safeguarding securities that we consider to be material
weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and procedures were adequate
at December 31, 2007 to meet the SEC's objectives.

This report is intended solely for the use of management, the SEC, the FINRA, and other
regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934
in their regulation of registered brokers and dealers, and is not intended to be and should
not be used by anyone other than these specified parties.

Wb Ve 46, Gl

MUTO, VOLLUCCI & CO., LTD.

February 24, 2008

* END



